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The Enterprise Income Tax Law of the People’s Republic of China, which has 
been in effect since January 1, 2008, provides that a resident enterprise which has set 
up operational establishments without the status of legal entity inside the territory of 
China shall aggregate and pay its enterprise income taxes. This provision means the 
situations of the tax administration and revenue division of the income taxes of multi- 
regional enterprises have been confronted with a second big adjustment, which will 
determine the implement of the new enterprise tax law to a great degree. Based on 
such a context, the division of the enterprise tax revenue between the central 
government and local government and among local governments has been focused 
again. The research on this problem is of importance both in theory and practice. 
Firstly, this article reviews the theory and views on the division of enterprise 
income tax among different governments under the fiscal decentralization. According 
to the traditional point of view, the tax power on enterprise income should be in the 
hand of the central government and the decentralization of tax power under the fiscal 
decentralization will lead to great negative economic effects .But based upon the fact 
that tax power is decentralized in some countries some scholars support the 
decentralization of enterprise income tax. A few different policies have been 
summarized in the article. The conclusion is that the division of the enterprise income 
tax is endogenous and its development is restricted by the change of the fiscal 
decentralization. Therefore, the practical path should be discussed more, that is, how 
to avoid the bad effects of the fiscal decentralization in accordance with the current 
background in China. 
Secondly, in order to have a clear grasp on the institutional circumstances in 
which the enterprise income tax is divided, this article uses time as a clue to analyze 
the change of the division system of the enterprise income tax among different 
governments. During the period of planning economy, the true enterprise income tax 
did not exist and was embedded as a part of the profit of the enterprises, which was 
the major object of division system among governments. It was not until 1985 that the 
division system was set up. The division systems play an important role in 















performance. History is successive and the division system of the enterprise income 
tax has a typical character of path dependence, which has a great restriction on the 
division choices of the intergovernmental division system. 
Thirdly, because the focus is on the division of the multi-regional enterprise 
income tax among local governments, the emphasis of this article is to introduce the 
division experience of the corporate income tax of US states and draw useful lessons. 
Judging from the foreign practice, these countries all experienced a historical 
evolution of division system. This article emphasizes the basic factors, coordinating 
methods and the economic effects of the division system of multi- state corporate 
income revenues in US, which is helpful to settle the dilemma in China. 
Lastly, this article discusses the intergovernmental division issues of 
multi-regional enterprise income tax in China and analyzes the economic effects and 
the main problems exist now. Combined with the history and current institutional 
circumstances of the enterprise income tax in China, this article further discusses the 
possible ways and advances that it is necessary to perfect the division system of 
multi-regional enterprise income tax under the outline of current sharing system. 
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